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My interpretation of Proposition 13 is that for properties where due to a fire or
other disaster all improvements were removed, the base year values of those
properties, or at least the portion of the base year value attributable to
improvements, should not be subject to the full 2 percent annual infiationary
factor usually applied to base year values under Prop. 13. Only the percent
value of property remaining should be subject to the inflationary factor.

This interpretation is based on California Constitution, Article XIIA, Section 2(b).
That section states that the full cash value base may reflect from year to year the
inflationary rate not to exceed 2 percent for any year or reduction as shown in the
consumer price index, or may be reduced to reflect substantial damage.
destruction or other factors causing a decling in value. It is this language that
forms the basis of my theary that a property’s base year inflationary factor should
be madified if improvements on the property are destroyed.

This theory is supported by a number of statutes. Revenue and Taxation Code
section 75.10(b) provides that a new base year value is created when a structure
is removed from a property. Removal of a structure from land constitutes “actual
physical new construction” under the code section. The property is revalued at
its full cash value on the date the new construction is completed. In this case,
“completion of the removal of the structure constitutes new construction
and gets a new base year and a new base year value.” The inflationary factor
i$ apportioned between the value of the land and the vaiue of the structure on the
land. In this case, “the value of the structure is now zero, so the
inflationary factor apportioned to the structure is zero.”

Revenue and Taxation Code section 170(g) states that the assessed vaiue of
property in-its damaged condition is the taxable value of the property until it is
restored or reconstructed. This section supports the theory that the inflationary
factor of 2 percent is multiplied by the value of the property (which is zero when it
is destroyed) during the period of time property improvements are damaged.

Revenue and Taxation Code section 51(b)(2) says that the base year value of
real property does not include the portion of the previous base year value of the

property that has been destroyed or removed. This section bases the base year

. value on the value of the property that remains after partial or total destruction of
“improvements. The annual inflation factor is applied to that. if there is zero
structure value, the factor is applied against that.



In sum, the foregoing legal provisions support my theory that for properties where
due to a fire or other disaster all improvements were removed, the base year
values of those properties, or at least the portion of the base year value
attributable 10 improvements, should not be subject to the full annual 2 percent
inflationary factor usually applied to base year values under Prop. 13. The
inflationary factor attributable to the structure is reduced in a proportionate
amount based on the proportion of the structure that has been damaged.
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